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SPECIALTY

MARKET REVIEW 
A combination of resilient economic data and moderating inflation 
in the first quarter provided hope that the Federal Reserve’s (Fed’s) 
interest rate playbook might be entering its final innings. A welcome 
period of improved portfolio performance followed as some investors 
navigated back to companies that are executing efficiently, 
implementing operational changes, and guiding to continued secular 
growth. This optimism was tempered in March by several high-profile 
bank failures and the subsequent scrutiny of financial institutions’ 
balance sheets and cash positions, which generated significant 
volatility across most asset classes. These developments left 
investors assessing the extent of future Fed actions and top-down 
considerations related to the access and cost of capital for individuals 
and businesses.    

FUND PERFORMANCE 
Amid these macro-related developments, the Virtus Zevenbergen 
Innovative Growth Stock Fund returned 31.94% (Class I) in the 
quarter, outperforming the 13.85% return of the Russell 3000® 
Growth Index. The Fund’s consumer discretionary (automobiles, 
consumer services) and technology (semiconductors) holdings 
generated most of the quarterly returns, while the consumer staples 
(soft drinks) and energy (renewable energy equipment) industries  
were minor detractors from performance.

Tesla and NVIDIA were the largest contributors to performance in 
the quarter.

• Tesla shares reversed some of last year’s negative sentiment as 
early data pointed to price cuts driving a reacceleration of orders 
and market share gains. The electric vehicles (EV), battery storage, 
and autonomous driving technologies company’s 2023 Investor  
Day held in March highlighted the organization’s alignment and 
excitement to drive costs down and innovation forward with an 
integrated approach to its product roadmap. Though global EV sales 
are rapidly increasing, they remain low as a percentage of overall 
automobile sales. Tesla continues to differentiate itself from 
competitors with industry-leading technology, production efficiency, 
and capacity supported by a profitable business model and more 
than $20 billion in cash on the balance sheet.  

• Shares of NVIDIA, founder-led maker of high-performance 
semiconductors, reflected broad excitement for artificial intelligence 
(AI) applications in the quarter. Mainstream success of OpenAI’s ChatGPT  
(Chat Generative Pre-trained Transformer) language tool led NVIDIA’s 
CEO Jensen Huang to proclaim that the industry has experienced its 
“iPhone moment,” indicating a significant breakthrough that could 
result in more graphics processing chip sales over time. Further 
contributing to investor enthusiasm for the company’s ambitions, 
management announced a new cloud-based service for enterprise 
customers wanting to build and deploy AI technology themselves, 
helping research analysts envision significant long-term hardware  
and software revenue potential.  
 
 
 
 
 
 
 
 
 
 

BILL Holdings and Enphase Energy were the largest detractors from 
performance in the quarter.

• BILL Holdings, a founder-led provider of financial automation 
software, reported 49% year-over-year core revenue growth and over 
20 million payments processed for its small- and medium-sized 
business customers. However, management acknowledged slowing 
growth in new client additions and platform payments volume, as 
economic concerns caused businesses to reduce and delay costs. While  
heightened near-term macro uncertainty and competitive fears have 
weighed on shares, the company’s fundamental drivers remain intact. 
BILL seems well positioned to capture share of the ongoing digitization  
of manual accounting processes throughout American businesses. 

• Global energy tech company Enphase Energy, a strong performer 
in 2022, started 2023 with selling pressure despite posting 76% 
fourth-quarter revenue growth. Adverse reactions were likely due  
to a combination of market rotations away from last year’s strong 
stock market performers, as well as lowered short-term residential 
installation expectations as consumers and investors digest new 
regulations and tax credit interpretations. Interest rate moves  
and uncertainty in regional banks also weighed on sentiment  
for domestic-focused solar players that still depend on project 
financing. Compelling long-term economics and enduring renewable, 
energy independence trends are expected to support the company’s 
continued growth over the long term.  

PERSPECTIVE 
The financial world can feel as if it’s traveling at warp speed with 
dynamic headlines about technological advancements, Fed 
announcements, economic data disclosures, and corporate 
statements. The global economy and investor psychology oscillates, 
cycling between periods of accommodative (hope) and restrictive 
(despair) conditions, with speculators attempting to forecast and 
time each hypothesis along the way. Above the fray, ZCI remains 
unwavering in the view that a company’s revenue, earnings, and free 
cash flow growth ultimately determine investment outcomes. 

Two recent events have the potential of disrupting status quo 
behaviors from Wall Street to Main Street. First, the U.S. regional 
bank crisis exposed fragility in the banking system and will likely 
result in tighter lending conditions and more onerous industry 
regulations. The benefits of operating as a well-capitalized public 
company should not be taken for granted in this environment. ZCI 
will continue to monitor capital market trends and cash needs for 
existing and prospective portfolio companies. Second, the public 
release of OpenAI’s ChatGPT, an AI and machine learning (ML) 
language tool, captured the attention of more than 100 million users 
faster than any application in history. AI/ML concepts have been 
around for decades, but the industry has arguably experienced its 
“leap forward” moment. Companies that provide critical infrastructure  
used in AI development, as well as those that have large and diverse 
datasets to train the models, stand to benefit as technology and 
markets continue to evolve. 

The need for innovation is perpetual, offering exciting and potentially 
wealth-creating frontiers for investors with a time horizon long enough 
to weather the daily noise.



TOP TEN HOLDINGS % Fund

Tesla Inc. 7.89

MercadoLibre Inc. 7.43

The Trade Desk Inc.                              6.39

NVIDIA Corp.                                   5.65

Shopify Inc.    5.04

Amazon.com Inc.                                       4.89

Axon Enterprise Inc. 4.04

Exact Sciences Corp.                                 3.82

Snowflake Inc. 3.30

Uber Technologies Inc. 3.27

Holdings are subject to change.

TOP CONTRIBUTORS % Contribution

Tesla Inc. 4.57

NVIDIA Corp.                                   4.22

MercadoLibre Inc.                               3.84

Shopify Inc.                              2.44

The Trade Desk Inc. 2.30

TOP DETRACTORS  % Contribution

BILL Holdings Inc. -1.03

Enphase Energy Inc.                       -0.80

Xometry Inc.                                            -0.40

Celsius Holdings Inc.                                 -0.05

Shoals Technologies Group Inc.                  -0.01

% Contribution: Absolute weighted contribution.

To obtain the top/bottom holdings calculation 
methodology, call 800-243-4361.

AVERAGE ANNUAL TOTAL RETURNS (%) as of 03/31/23 
n Fund Class I     n Index

31
.9

4

31
.9

4

-2
7.

10

6.
12 10

.2
6

13
.8

5

10
.1

0

13
.8

5

13
.8

5

-1
0.

88

18
.2

3

13
.0

2

14
.1

6

10
.2

5

QTD YTD 1	Year 3	Year 5	Year 10	Year Since
Inception

PORTFOLIO MANAGERS

Nancy Zevenbergen, CFA
Industry start date: 1981 
Start date as Fund Portfolio 
Manager: 2004

Brooke de Boutray, CFA
Industry start date: 1982 
Start date as Fund Portfolio 
Manager: 2004

Joseph Dennison, CFA
Industry start date: 2011 
Start date as Fund Portfolio 
Manager: 2015

Anthony Zackery, CFA
Industry start date: 2011 
Start date as Fund Portfolio 
Manager: 2015

Notes on Risk: Equity Securities: The market price of equity securities may be adversely affected by financial market, industry, or issuer-specific events. Focus on a 
particular style or on small, medium, or large-sized companies may enhance that risk. Foreign Investing: Investing in foreign securities subjects the fund to additional 
risks such as increased volatility; currency fluctuations; less liquidity; less publicly available information about the foreign investment; and political, regulatory, 
economic, and market risk. Consumer Concentration: Because the portfolio is presently heavily weighted in the consumer sector, it will be impacted by that sector’s 
performance more than a portfolio with broader sector diversification. Limited Number of Investments: Because the portfolio has a limited number of securities, it may 
be more susceptible to factors adversely affecting its securities than a portfolio with a greater number of securities. Technology Concentration: Because the portfolio 
is presently heavily weighted in the technology sector, it will be impacted by that sector’s performance more than a portfolio with broader sector diversification. Market 
Volatility: The value of the securities in the portfolio may go up or down in response to the prospects of individual companies and/or general economic conditions. 
Local, regional, or global events such as war, terrorism, pandemic, or recession could impact the portfolio, including hampering the ability of the portfolio’s manager(s) 
to invest its assets as intended. Prospectus: For additional information on risks, please see the fund’s prospectus.
The commentary is the opinion of the subadviser. This material has been prepared using sources of information generally believed to be reliable; however, its accuracy is not guaranteed. 
Opinions represented are subject to change and should not be considered investment advice or an offer of securities.

Please consider a Fund’s investment objectives, risks, charges, and expenses carefully before investing. For this and other information about 
any Virtus Fund, contact your financial professional, call 800-243-4361, or visit virtus.com for a prospectus or summary prospectus. Read it 
carefully before investing.
Not insured by FDIC/NCUSIF or any federal government agency. No bank guarantee. Not a deposit. May lose value. 
Distributed by VP Distributors, LLC, member FINRA and subsidiary of Virtus Investment Partners, Inc.
2196 04-23 © 2023 Virtus Mutual Funds

INVESTMENT ADVISER
Virtus Investment Advisers, Inc.

INVESTMENT SUBADVISER
Zevenbergen Capital Investments LLC

 (02/23/04)

Performance data quoted represents past performance. Past performance does not guarantee future results. Investment return and principal value 
will fluctuate so that shares, when redeemed, may be worth more or less than their original cost. Current performance may be lower or higher than the 
performance data quoted. Please visit virtus.com for performance data current to the most recent month end. This share class has no sales charges and is not 
available to all investors. Other share classes have sales charges. See virtus.com for details.
The fund class gross expense ratio is 1.05%. The net expense ratio is 1.00%, which reflects a contractual expense reimbursement in effect through 4/30/2023.
Average annual total return is the annual compound return for the indicated period and reflects the change in share price and the reinvestment of all dividends and capital gains. Returns for 
periods of one year or less are cumulative returns. 

Index: The Russell 3000® Growth Index is a market capitalization-weighted index of growth- oriented stocks of U.S. companies. The index is calculated on a total return basis with dividends 
reinvested. The index is unmanaged, its returns do not reflect any fees, expenses, or sales charges, and is not available for direct investment.
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